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(Wher eupon, the follow ng pages
are out of in camera.)
BY MS. LUSSON:

Q Now, given that AMRP comm tnment within the

$1 billion capital expenditure comm tment, that would
likely be -- that would |likely be spent on the AVMRP,
does this, in your view, create any sort of undue

pressure on the Applicants to spend noney on the AMRP
whet her or not it is necessary to maintain safe and
reliable service?

A Coul d you define what you mean "undue
pressure"?

Q Well, to the extent you've commtted to
make this investment as a condition of the merger,
regardl ess of what's happening in terms of the
operation of the AMRP and the quality of the
operation of the AMRP, the Company has commtted to,
in fact, spend those dollar amounts; is that right?

A The Conpany has commtted to spendi ng that
1 billion over that 3-year period which gives
flexibility in the timng of when that money is
spent.

443



10

11

12

13

14

15

16

17

18

19

20

21

22

Q Okay. So there may be | ess one year as
opposed to --

A Correct.

Q -- anot her year?

And that comm tnment stands regardl ess
of whet her the Compani es determ ne upon taking over
| nt egrys and Peoples Gas, that they need to or should
sl ow down AMRP spending in order to inmprove
operational problenms; is that true?

A Say that one nore tine.

Q And that comm tnment to spend that anount on
the AMRP within that 3-year period stands regardl ess
of what the Conpanies determne is necessary in terns
of spending on the AMRP to inprove any perceived

operational problems with the progran?

A We have a comm tnment of $1 billion over the
3-year period. |f, for some reason, something -- you
know, upon further evaluation -- we, of course, would

work with the Conm ssion and the Staff if there is
some reason that it was unable to achieve that
comm t ment and prudently spend that capital.

Q Woul d that be some sort of public filing
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with the Comm ssion? When you say work "with Staff,6"”
what do you envi sion?

A | do not have what our process will be at
this time.

Q And it's true, isn't it, that the Joint
Applicants have not eval uated what changes are
necessary to respond to either the Liberty interim
audit or the final audit that is released |ater this
spring; is that right?

A Yeah, | was not involved in any eval uation,

so |'m not sure what anyone el se has done.

Q Have you, yourself, read the Liberty audit?
A | have not.
Q And by "Liberty audit,” | mean the interim

audit report that was issued in January.
A | have not.
Q And prior to making that $1 billion
comm tnment, did you review any of the
Pri cewat erhouseCooper internal audits that |Integrys
conducted for the AMRP?
A | did not.
Q As treasurer of W sconsin Energy
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Cor poration and the sponsor of the $1 billion
spendi ng comm tment, have you cal cul ated the
anticipated cost of Peoples Gas' AMRP over the life
of the progrant

A | have not cal cul ated that.

Q Have you in the course of proceeding read
M. Coppola's testimony it?

A |'"m sure |I've read it. "' m just not
famliar with it at this tinme.

Q You may recall that he estimated that the
AMRP programis anticipated to cost approximately 4.6
billion over the life of the program

Do you recall that figure?

A | remenmber hearing that.

Q And do you have any reason -- or have you
made any determ nation as to whether that's a correct
figure or do you challenge that figure at all?

A | have not evaluated the program

Q Okay. Are you famliar at all with the --
what was anticipated to be the cost of the AMRP by
Peoples Gas in the proceeding in which the 2030 date
was set, which was the 2009 rate case?
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A I'mfamliar with just the information that

was given in the testinmony.

Q I n your testinony?

A No, what |'ve read about it --

Q Okay.

A -- I'"m somewhat fam/liar.

Q So prior to making that $1 billion

investment, did you exam ne original cost estimtes
of AMRP versus what those estimating tend to be
t oday?

A No, | did not |look at the entire | ength of
t he project.

Q Woul d you agree that the cost of the AMRP
has and will continue going forward to impact the
financing plans of Peoples Gas?

A Those are projects that will incur and

require financing to support the capital spending.

Q And so would you agree then -- is that a
"yes"?
A Yes, it will inpact.

Q And woul d you agree that the higher cost of

the AMRP, the more likely the need is for Peoples Gas
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to enter the capital markets to finance that project,
all el se being equal?

A If all else is equal, there would be nore
capital to spend, which would take additional
financing.

Q And woul d that increase the need to enter
capital markets or at |east obtain some sort of
financing?

A Fi nancing for some of the debt, correct.

Q And, again, assum ng the existence of the
AMRP and a need, a perceived need to access
additional debt, is it -- would you agree that that
may i ncrease -- would increase the debt ratio of the
Conpany's capital structure to the extent they enter
the capital markets?

A No, | don't agree with that.

Q Woul d you agree that it may increase the
debt ratio of the capital structure?

A | don't anticipate it increasing the debt
ratio. | have no reason to believe it woul d.

Q And why is that?

A Well, we |ook at the cost of -- the overal
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capital of a company, whether it's Peoples or North
Shore, one of our conpanies. And try to maintain
that capital ratio consistent with what we had fil ed
in rate cases, so that ratio is pretty consistent.

Q Are you tal king about WEC or are you
tal ki ng about Peoples Gas?

A Any of our subs that we manage.

Q So if a conmpany |i ke Peoples Gas enters the
capital market seeking nmore debt, that doesn't
i ncrease the debt ratio necessarily?

A Over the long rowi ng period, they may have
a -- to go down. A lot of times it relates to
refinancing short-term debt and overall equity
i nvest ments.

Q It's possible though, isn't it?

A | don't anticipate it -- that it would.

Q And given your answer that you don't
anticipate it impacting the debt ratio, is that
assum ng that the Company woul d have to access nore
equity or increase their equity ratio to offset that
increased debt?

A The Conpany would put in equity
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contributions fromthe holding compani es down into
t he subsidiary Peoples at that tine.

Q And that is not free to Peoples Gas, is it?
There's a cost that's associated with that assum ng
the cost of equity of the holding company is higher
t han Peoples Gas'?

A Well, the cost of equity for Peoples Gas
woul d be determned in the rate cases of Peoples --

Q Mm- hmm

A -- you would be | ooking at the over al
revenue requirements of Peoples with the debt and
capital and the same relationship to -- debt and
capital relationshinp.

Q M hmm  And if Peoples Gas sought nore
equity, the cost of equity charged by the parent only
benefits Peoples if that cost of equity is |lower than
Peopl es, would with you agree?

A Well, my understanding is that cost of
equity of Peoples would get determned in a rate case
on a stand al one basi s.

Q Mm- hmm

A So it would be established in a rate case
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proceedi ng.

Q Woul d you agree that how well or how poorly
managed the AMRP i s may have inmpacts on Peopl es
capital structure?

A No, | don't understand. "' m not quite sure
of the relationship you're trying to draw there.

Q Again, if the Conmpany needs additiona
resources, funding for the capital investment due to
inefficiencies or unexpected cost increases, would
you agree that that has the potential to inpact the
Conpany's cap- -- Peoples Gas' capital structure?

A And once again, the capital structure wil
be established in the rate case on a forward-I|ooking
basis. So I don't know, it would be -- the bal ance
bet ween debt and equity would be established at that
time, it would up to the decision of the Comm ssion.

Q Woul d you agree, generally, that how nuch a
company has to finance capital infrastructure
i nvestments - -

JUDGE DOLAN: Karen, can you use your
m crophone, pl ease.

BY MS. LUSSON:
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Q Woul d you agree, generally, that how nuch a
company has to access the debt market can have an
i mpact on the Conpany's cost of capital?

A | do not see that as being a potential
i ssue.

Q My question is, if you see it as -- you see
it as a potential issue, but generally speaking.

A | f they have to go to the debt market with
a reasonabl e amount to support prudent capital
projects that are earning a return, | don't see that
as being an issue.

Q To the extent a conpany has to access debt,
is there a potential for a downgrading of the
utility?

A The capital relationship -- when you | ook
at debt and capital together and the combination,
especially when you have a return given to those
capital projects, it shouldn't effect the overall
rating.

Q Are you assum ng between rate cases or over
time? Are you assumng a certain period of time
or -- when you state that or just generally speaking?
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A Generally speaking, if that -- if the
assets are earning a return and the capital structure
approved by the Comm ssion is maintained, it's a

proper m x between debt and capital to fund those

investments and the cash flow will be there from
t hose investnments that will support the credit
rating.

Q | understand what you're assum ng, SO --

but if circunmstances change and then the Conpany in
the next rate case indicates that they are seeking a
different capital structure because of the amount of
debt that is required to be accessed in the capital
mar kets, would you agree that that -- then, under

t hose circunstances the capital structure is -- would
be changi ng?

A I f --

MR. EI DUKAS: | "' m going to object on the basis
of specul ation and rel evance because the hypothetical
deci sion by the Conmpany to make a change in capital
structure in a future rate case does not seemto be
related to the issues to be determ ned by the
Comm ssion and whether to approve a merger under
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7-204 and, plus, it just seenms like it's unduly
specul ative or | acking, you know, further details or
speci fics about that question.

MS. LUSSON: Well, your Honor, the whole area
of what happens post-merger is by it's very nature
specul ative and how infrastructure is financed by a
utility, how those needs may change, that's the
nature of forecasting what happens post-merger. So
|'m simply trying to explore with the witness what
could or could not happen given the existence of this
maj or capital program that Peoples Gas is now

operating.

MR. EI DUKAS: And, your Honor, | would just say
that if, you know, M ss Lusson -- or if there is a
guestion directed to -- you know, | believe a proper

guestion would ask what reaction or how would a --
how woul d t he Conpany -- the acquirer react or act
based on a specific set of circunstances in the
future would be rel evant. | think a general
di scussi on of what may or may not be possible is
specul ative and not relevant to the case.

MS. LUSSON: Just to wrap it up, it's tied to
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this 3-year comm tnment to spend $1 billion and so |I'm
sinply trying to explore with the witness what
i mplications that m ght have for the Conmpany's
capital structure and overall rates.

JUDGE DOLAN: "1l overrule the objection

MS. LUSSON: Thank you, your Honor.

THE W TNESS: Coul d you just --

MS. LUSSON: Coul d you please read the question
back, thank you.

(Record read as requested.)

THE W TNESS: So if a capital structure was
proposed to change and the Conmm ssion would accept
t he proposed changes, then something would change.
So, | just don't know right at this time our
forecast, we did not project any changes in the
capital structure.
BY MS. LUSSON:

Q Sitting here today, you can't predict, for
exampl e, what Peoples Gas will propose to the
Comm ssion in the next rate case in terms of its
capital structure given the uncertainties of the
costs associated with the AMRP particularly given the
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exi stence of the audit?

A Regardl ess of the audit or anything, at
this time, | cannot predict what the rate case wil
| ook 1ike.

Q And t he proposed capital structure?

A And the proposed capital structure.

Q Woul d you agree, all else being equal, that

a high debt ratio can inmpact a company's debt rating

by rating agencies?

A A high debt ratio in relationship -- you

have to | ook at many factors, but that is one factor

that could affect it.
Q And, typically, if it is perceived by

rating agencies to be an usually high debt ratio,

that can result in a downgrade of the utilities --
A It is one of the factors that a rating
agency would | ook at. | do not know if it would be

the only factor and if it would result stand al one.

Q Have you, yourself, made any specific
anal ysis of how the $1 billion spending comm t ment
wi Il impact Peoples Gas' need for additional debt?

A | have not done any specific detali
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anal ysi s. | know, based on our high |Ievel analysis,
t hey woul d use additional debt and equity
contributions fromthe parent.

Q From whom?

A From t he hol di ng conpany.

Q Okay. And would those be -- and when you
tal k about the equity contributions fromthe hol ding
company, would those be akin to the cash infusions
M. Reed referenced this nmorning when he tal ked about
what the Joint Applicants envision?

A Cash infusions fromthe hol ding company
into the sub PGL, in this exanple.

Q And would you agree that unless the cost of
equity charged to Peoples Gas by WEC is |less than the
cost of equity that Peoples m ght obtain in other
pl aces, that there was no benefit to Peoples Gas from
t hat kind of financing?

MR. EI DUKAS: Objection. Asked and answer ed.

MS. LUSSON: ' m not sure it was, but...

JUDGE DOLAN: | don't remember either. ' m
going to overrule it.

THE W TNESS: It's very simlar. The W sconsin
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Energy or Integrys holding will not -- is not charged
equity, the equity rate that is established is
established in a rate case.
BY MS. LUSSON:

Q But you're not suggesting that that cash
i nfusion comes at zero cost to the ratepayer?

A No, but that cost is not determ ned from
t he hol ding company. The cost is determ ned by the
Comm ssion, the return on that.

Q Have you or any Joint Applicant witness

conducted any analysis to determ ne what the inpact,

either short -- both short and |long term on rates
woul d be under that $1 billion spending comm tment?
MR. EI DUKAS: "1l just object to the extent it

calls for speculation as to what other wi tnesses may
or may not have done. | guess M. Lauber could
answer to the extend he knows, but to the extent it
asks him specul ate about what they may or may not
have done, | would object.

MS. LUSSON: To the extent he knows.

JUDGE DOLAN: To the extent.

THE W TNESS: | have not done in depth
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calculation in this specific 1 billion. | do know
the QNP rider has specific annual and nonthly [imts.
BY MS. LUSSON:

Q So as | understand your answer, you haven't
conducted that particular analysis to see if that
one -- how that $1 billion investment conm t ment
i mpacts either overall rates or the QP surcharge; is
that fair to say?

A Well, the $1 billion would be reflected in
rates through the QP and then in the next rate case,
t hat woul d be factored in. | have not done a
specific detailed rate analysis for that.

Q Al'l else being equal, will the impact on
Peopl es Gas custoner rates associated with AVMRP
investment be nore severe over the life of the AVRP
if the conpany, Peoples Gas, is required to conplete
t hat program by 2030 as opposed to a | onger period?

A | have not done analysis over the |life of
ANMRP.

Q How about in the short ternt?

A | have not done a detailed analysis of the
ANMRP.
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Q Al'l el se being equal, would you agree the
AMRP i nvestment for Peoples Gas woul d be easier to
finance if spread over a longer time frame than the
current 2030 schedul e?

A There's a |l ot of factors that are into
that, so I don't know if it would be easier to
finance or not. Because of the recovery mechanismin
pl ace, it allows for the financing to support it. So
there would be the -- less or nore, but | don't know
if it would be easier or harder.

Q Perhaps | used the -- made the wrong word
choice in using "easier". Wuld the financing
require, all else being equal, be less if the AMRP
i nvest ment was spread over a |longer time period than
2030 during the life of that AMRP pl an?

A | have not analyzed the entire life of the
pl an, so | don't know what other factors would be
happening if that AMRP work was not done or if it was
spread out | onger. It could have a different effect
t hat may be more costly, | do not know.

Q Were you involved in the due diligence
review in the period up to the announcement of the
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proposed nerger?

A Yes, | was.

Q At any time did WEC ask any of the Joint
Applicants, particularly Peoples Gas or Integrys, to
cal culate a rate impact of inplementing the AMRP over
various time periods?

MR. EI DUKAS: "1l object only to the extent of
f oundati on. | don't think it's been established what
M. Lauber's role was in that due diligence and to
the extent it's asking him about what other persons
did for that due diligence, it may or may not be, you
know, causing -- asking himto specul ate. If I could
ask for sonme foundation.

MS. LUSSON: Sure. | can ask a foundationa
guesti on.

BY MS. LUSSON:

Q M. Lauber, in your role as treasurer of
WEC, were you involved in assessing the future
i nvest ment and financing needs of Peoples Gas as part
of the due diligence review?

A We | ooked at very high-level modeling and
how t hat would flow, how the analysis would happen,
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correct.
Q Can you explain what you nmean by
"hi gh-1level modeling"?
A Looking at the -- maintaining the capital
structure while doing capital investments and how
t hat would require either additional financing or
equity contributions at a very high level. AMRP, of
course, was capital spending in that analysis.
Q So would you then -- is it fair to say
gi ven that high-level analysis that you, yourself,
did not request or that WEC did not request Peoples
Gas or Integrys to calculate a rate inmpact associ ated
with different time lines related to the AVRP?
A We did not do that.
MS. LUSSON: Thank you, M. Lauber.
| have no further questions.
JUDGE DOLAN: Thank you
M . Reddick?

MR. REDDI CK: Thank you, Judge.
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CROSS- EXAM NATI ON
BY
MR. REDDI CK:
Q Good afternoon, M. Lauber
A Good afternoon.
Q You were present during M. Reed's
Cross-exam nation, weren't you?

A Yes, | was.

Q And you've heard his answers to all of the

guestions that he was asked?

A Yes.

Q Did he get it all right?

JUDGE DOLAN: M. Reddi ck. ..

MR. REDDI CK: | " m sorry. The question was
whet her Mr. Reed was correct in his answers.

THE W TNESS: Yes, i don't -- | mean, | would
not be able to say 100 percent on every individual
guesti on. | was here but | -- | mean, in general,
yes.

BY MR. REDDI CK:
Q And not hing struck you as that particul ar

point is a little off?
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A Not hi ng struck me as being off.

Q Okay. Because we spent so much time with
M. Reed, | think I've elimnated nost of what | was
going to talk to you about; but to be clear, when we
| ook at transition costs for ratemaking purposes, the
focus is on the costs and the savings at the utility
| evel that is for PGL and for North Shore?

A At the utility level or what it would be
allocated to the utility, correct --

Q Al l ocated to the utility, so --

A -- being clear.

Q Okay. And Mr. Reed stated that he expected
that there would be tracking of costs and savi ngs at
a project level likely overlaid with other Kkinds of
tracking. | s that an accurate statement of what you

at the inmplementation | evel have in m nd?

A Correct.
Q s it Iikely that nmost of the projects to
achi eve cost savings will be initiatives that | ast

more than a single year?
A We really haven't | ooked at the
initiatives. | really don't know what's going to
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come out of that.

Q But to the extent that these things | ast
more than a single year, it would be appropriate, |
beli eve you've said, in your testinony and in
responses to data requests, to |look at the period of
the initiative so that we get the total costs and the
total savings to make a net savings determ nation?

A Correct.

Q One difficulty occurs to me if one is
contempl ati ng a conpany-wi de net savings
determ nation for any purpose, if we nmove away from
project specific tracking to conpany-wi de tracking,
how woul d one make that determ nation on a
company-wi de basis before the | ongest of the
i ndividual initiatives was conpl ete?

A Coul d you state that again? I|I'mtrying to
under st and what you asked.

Q Okay. Keeping in mnd that we're going to
make our next savings determ nation when we have all
the costs and all the savings, another way of saying
what | -- | think I"mrestating what | said before;
that is, we'll make the determ nation over the entire
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period of the initiative.

A Okay.

Q To the extent that there is conpany-w de
tracking as opposed to project-by-project tracking,
my question is, how do you make that determ nation on
a conpany-wi de basis at any point before the | ongest
of the individual initiatives is conpleted?

A The individual initiatives may be specific
to an area or to the conpany or there may be ot her
initiatives related to the entire conpany, so it
woul d be more on an initiative-to-initiative basis so
you could not have to get to the end of all
initiatives before you | ook at on a conpany-wi de
basi s.

Q So if | understand what you're saying, when
you speak about conmpany-w de determ nations, you are
tal king about an initiative that has a conmpany-wi de
i mpact as opposed to one -- a particular departnment
or somet hing of that sort?

A Yeah, there could be a variety of different
initiatives going on.

Q M. Reed's testinmny mentioned al most in
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passi ng sonme sort of a baseline determ nation in
connection with tracking transition costs and
transition savings, how would that come into your
i mpl ement ati on pl ans?

A We have not yet established what our
basel i nes would be, but we'd have to use that as a
baseline to track where those savings or cost
avoi dance woul d be happening in the future.

| don't know if that was your
guesti on.

Q It is, perhaps poorly asked.

I'"'mtrying to see where the baseline
comes into the calculation. The sinplest net savings
cal culation | can come up with is total savings m nus
total cost and that doesn't include baseline.

Where woul d the baseline come in?

A I n anal ysis of savings -- total savings,
you have to establish -- because savings are usually
cost avoi dance, so you need to establish what are you
avoiding from historical cost patterns.

Q "1l mull that one over.

s the preference in the net savings

467



10

11

12

13

14

15

16

17

18

19

20

21

22

determ nations to use actual costs and actual
savi ngs?

A The -- it will be using actual cost. The
actual savings is -- the savings, once again, are
t hose cost avoi dance. So it's not |Iike someone pays
us cash, that there's actual cash savings. It's more
i ke avoiding -- maybe it's filling a position five
years from now or maybe ot her savings that happen
froma cost reduction, but it's not...

Q | have a slightly different split in m nd.
| had in mnd a distinction between actual savings
possi bly determ ned, as you say, in cost avoi dance,
di stinguished from projected savi ngs. s the
preference for actual savings that is actually
achi eved or projected?

Is there a preference of when over the
other in your inmplementation?

A Well, we will be doing projected savings in
a forward-1ooking test year and as we set the
initiatives up to evaluate the initiatives. After
the fact, we should be able -- we will be able to
track the actual savings.
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Q Well, a future test year projects for a
single year, how do you make a net savings
determnation if you're only projecting for one year?

My question, | thought, was a little

different froma test year.

A You are projecting for the life of the
initiative. |f you are spending actual transition
dollars, you will project for the |life of the

initiative.

Q And at your inplementation level, it still
seenms possible to me that when we use projected
savi ngs, we could have a situation where cost
recovery is included in rates, savings are |ater not
realized and we -- | have not been able to identify a
remedy for the ratepayers. |ls there one?

A | think this will be | ooked at on a
case-by-case basis in that future test year. As you
| ook at costs and you | ook at avoi dance -- cost
avoi dance, you know, how is that projected in the
test year, how does the Comm ssion | ook at that cost,
do they spread it over the curve of the cost
avoi dance? Do they spread it over like M. Reed
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tal ked about in amortization? | mean, those are all

things that will be determ ned in the future.
Q Bei ng a ratepayer, |I'm stuck on the
possibility that there will be something collected

and given the restraints on the Comm ssion's

rat emaki ng, there may not be a way to get that noney
back if ratepayers are due that under the comm t ment
that no costs -- no transition costs above achieved

savings will be in rates.

Do you see that possibility?

A There could be some timng invol ved. I
don't -- you know, | can't think of every different
scenario on how that will play out dependi ng upon the

initiative and what's the accounting? For instance,
we will be incurring some transition costs prior to
the rate case -- the next rate case that won't be
recovered.

Q | believe either you or M. Reed mentioned
deferred costs as an alternative to the net savings
cal cul ati on of conundrum

Do you recall that?

A Yes, | do.
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Q How woul d t hat wor k?

A Li ke we discussed earlier, | mean, there
could be costs -- transition costs incurred. The
Comm ssion could decide to take that cost and spread
it over a |longer period of time, they could spread it
over a straight line basis and factor savings in,
they could spread it over the curve of projected
savi ngs. | do not know what the savings pattern is
to give you an exanpl e.

Q But to the extent that there is not full
recovery before the determ nation of total costs and
total savings because the end of the initiative has
been reached, that process seens nore likely to be
accurate than working with projected figures.

Do you agree?

A Well, all items in a rate case are
projected figures.

Q Okay.

A So projected figures are the best
information at that time to project savings and costs
in that rate case and then it will be addressed again
in the next rate case.
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Q | understand that. In a projected test
year we project for the test year, but projections
we're tal king about to make a net savings
determ nati on go beyond that test year or could go
beyond the test year; correct?

A Could go beyond the test year, but wll
still be evaluated in each test year.

Q When you state it that way, it sounds to me
as though the net savings determnation will, in
every test year, rely on projected costs and savi ngs,
not just in the test year period, but for periods
beyond the test year.

Am | hearing you correctly?

A Well, the test year will use projected,
okay, and then in the next test year, you'll actually
have the history of the tracking and the projected,
so you'll be able to |look at all the information
avai |l abl e.

Q Well, this goes to ny initial question
about whether there is a preference for actual
achi eved savings or projected savings and as |
under st and what you've just said, in every rate case
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t he determ nati on of whether there are net savings
that can be included in rates will be made on the
basis of projected costs and savings?

MR. EI DUKAS: | "' m going to object. ' m not
sure there is a question there. Maybe M. Reddi ck
could rephrase.

BY MR. REDDI CK:

Q Is that correct at the end of the
statement ?

A | hate to do this to you, could you tell me
agai n. Or...

Q As | understand what you just said, in
every test year where there is a rate case, a
determ nati on of net savings will be made on the
basis of projected costs, not already achi eved costs,
and when | say "projected costs,” | mean costs
projected beyond the test year.

s that what you're saying?

A In every test year, just l|like the current
revenue requirements, |ooks at projected costs and
what costs were incurred on an actual basis and they
are going to |l ook at projected savings or projected
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future other costs.

Q In my mnd -- and tell me if |I'mwong --
there's a distinction between projections for the
test year and what | understand you to be saying,
projections beyond the test year to make the
determ nation whether there are net savings for a
particular initiative or an asset?

A There they will be projections just |like a
| ot of projects that go beyond the test year. As in
a capital project that's done today, the benefit of
that | asts | onger than one test year.

Q Generally speaking, those determ nations
t hat you just referenced don't require a decision
whet her this particular initiative or a project wll
ultimately result in net savings -- positive net
savings, that is in addition to the usual test year
determ nations; am |l correct?

A The projects overall will have a -- |ooking
at the net savings, but all projects in a rate case
are viewed as being -- is a prudent investment and
where does that go in the future, whether it's
safety, reliability, customer satisfaction. So,
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yeah, | mean, these projects are net savings that may
enconpass nore than one year.

Q To me, the determ nation of net savings to
comply with the comm tment that you have in
Comm tment No. 21 is different fromthe determ nation
in a rate case; is this a good business decision? As
| -- do you see a distinction between the two
determ nations?

MR. EIDUKAS: Well, I"mjust going to object to
the extent that M. Reddick is referencing a
comm t ment . | believe it's referring to Conm t ment
No. 21 on Joint Applicants' Exhibit 15.1 revised
which states, Transition costs may be recoverable to
the extent the transition costs produce savings. And
there is no term "net savings" in that comm t ment.
So | would object on the grounds of foundation and
| ack of evidence --or |ack of evidence in the record
for the way the question was worded.

MR. REDDI CK: | think both were provided by
M. Reed who said that savings was the concept being
used to inplement this comm tnment.

MR. EIl DUKAS: Well, M. Lauber is testifying,
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so | believe he should be asked what his -- asked his
under st andi ng and - -

MR. REDDI CK: | think I did at beginning.

JUDGE DOLAN: Okay. And he did ask if there
was anything he didn't agree with, so I'll overrule.

THE W TNESS: So what is your question again?

MR. REDDI CK: May |, your Honor?

(Record read as requested.)

THE W TNESS: And this is |looking at transition
costs over -- to produce savings over the life of the
transition project or initiative. So it would be
f orward-1| ooki ng, perhaps for a |onger period of time
t han just one rate case.

BY MR. REDDI CK:

Q | read Comm tnment No. 21 as a -- as
mat hemati cal, do the costs exceed the savings or
vice versa? Do you have a different view?

A Well, we | ooked at that in nmy data request
| ooki ng over the life of the project.

Q Over the life of the project, it is
mat hemat i cal ?

A To the extent it doesn't have anything
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ot her than a dollar savings, whether it's reliability
or safety.

Q As M. Reed expl ai ned?

A M- hnm

Q However, we make the determ nations of net
savings either -- whether there are net savings and
how much there is of net savings, do you agree that
t he accuracy of our tracking and accounting for costs
and savings is consequential for ratepayers?

A We' |l need to have tracking and savi ngs of
the transition costs and the cost avoi dance.

Q And is it your understanding of the
comm tnment that the utilities, Peoples Gas and North
Shore, would be obliged to denmonstrate that -- the
costs are recoverable only to the extent that
transaction costs produce savi ngs?

A Correct.

Q And t hat denonstration would be simlar to
the one that is described in Comnmtment 16, would it?
A No, 16 is the transaction cost, not the

transition cost.

Q | understand. | was referring to the
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process, not subject of the demonstration.

A Well, the -- 17 is the tracking process.
Q 17 says, We will track them separately?
A Correct.

Q 16 says, In a rate case, we wil

demonstrate that no i nproper costs are in the rates?

A 16 tal ks about that as a transaction
cost --

Q Ri ght .

A -- not a transition cost.

It does not have transition in there.

Q | understand.

A Okay.

Q My question is, do you plan to take the
same approach with transition costs?

A We plan on doing the same approach and
transition cost is outlined in 17 tracking it and 21,
that it has the projection of the net savings -- that
it would produce net savings.

Q Woul d the addition of the words
"demonstrate that such costs are not included in the
rate case for recovery" to No. 21 make you do
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somet hing you are not planning to do?

A No, we will have the tracking and the
i nformation.

Q And will you denonstrate that no inproper
costs are included in rates?

A Yes, we'll have that information and what
the transition costs are and the savings, correct.

Q And you will make that denonstration in the
rate case?

A Correct.

Q Woul d you agree to make that clear in
Comm tment 21 by anending the | anguage?

A Well, | thought we had it clear in how
we're going to track it and that it's going to be a
net in 21 and 17, how we're going to track it --
we're we have it, we're going to track it, we're
going to show it and we're only going to seek
recovery to the extension that transition costs
produced net savings, so | think it's covered under
t hose two.

Q So addi ng that | anguage woul dn't change
anything you plan to do?
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A | don't see the need to add it at this

time, no.
MR. REDDI CK: Not responsive, your Honor. ' d
i ke an answer. The question was whet her adding the

| anguage would require the Joint Applicants to do
anything they don't plan to do?

JUDGE DOLAN: Okay. You want to answer the
guestion as -- | think you just said that you think
it's covered.

THE W TNESS: It's already covered under those
two nunbers, correct.

JUDGE DOLAN: Okay. So you want to tell him
how -- so you -- well, | don't want to draw an
anal ogy from you. ..

MR. REDDI CK: Coul d we have the question read
back? | think we may have | ost the train there.

(Record read as requested.)

THE W TNESS: And the specific | anguage you
said is?

BY MR. REDDI CK:

Q The | anguage in Commtment 16 requiring a
denmonstration that inmproper costs -- inmproper costs
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are not included in a rate case for recovery?

A There is nothing here about i nmproper costs.

Q Such costs referring back to the
description of transaction costs as costs that wil
not be recovered.

MR. EI DUKAS: Your Honor, |I'm going to object
on the grounds that this is calling for a |egal
concl usi on because, you know, there is a difference
here about what, you know, in trying to obtain
recovery, that isn't -- that's referring to what's
the | egal basis to obtain recovery and what a utility
must do to prove up its cost and seek recovery as

opposed to the negative in 16 which is, you know,

we're just -- you know, this is basically
prohi biting, identifying and saying what -- let's
see, -- identifying the transaction costs included to

denonstrate that they're not being included,
they're -- it's not the -- again, this is a |egal
guesti on about where the conmpany bears a burden of
proving something and I think the question about --
asking M. Lauber will it require the Joint

Applicants -- or will cause it the Joint Applicants
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to do sonething they wouldn't otherwi se do, | do
think is ask about a -- is calling for a | egal
conclusion as currently phrased.

MR. REDDI CK: May | ?

JUDGE DOLAN: Yes.

MR. REDDI CK: | don't believe that's at all the
case. The only reason they have to make a
denmonstration the comm tnment and the only reason
M. Lauber said he would be doing something simlar,
"' m not sure whether it's the same, is because of the
Comm tment 17 and 21. ' m simply asking, What is
your comm t ment ?

MR. EIl DUKAS: | don't think the question was,
What is your commtment? | think it was whether it
woul d make the Joint Applicants do anything different
t han they otherw se would do and it is tied to a
guestion of recoverability which | do think is a
| egal question, is calling for a |legal concl usion
fromthe witness as currently phrased.

JUDGE DOLAN: Why don't you try to rephrase the

gquestion then.

482



10

11

12

13

14

15

16

17

18

19

20

21

22

BY MR. REDDI CK:

Q WIl the Joint Applicants commt to
denonstrate that transition costs are not recovered
to the extent that transition costs -- except to the
extent that transition costs produce savi ngs?

A Over the life of the project.

Q We can put that in, too, if you'd I|ike.
JUDGE DOLAN: | guess your one question is
going to be, Does he have the authority to commt to

t hat ?

MR. REDDI CK: We'll find out.

THE W TNESS: | do not want -- | just do not
know the details that it's anything different than
what | sai d. | just want to make sure it is not. So
at this point, I do not want to change these
comm tments as they're written.

BY MR. REDDI CK:

Q As the person in charge of the
i mpl ement ation of that comm tnment, in your m nd, does
that comm tment include an obligation to denonstrate
to the Conm ssion that transition costs are recovered
in rates only to the extent that they produce
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savi ngs?

A Over the life of it.

Q Over the life of the --

A Yes. That is our responsibility to
denmonstrate that.

Q And don't you think it would be hel pfu
years from now when we're not sitting here, to have
that in the commtment so we all know what the
comm tment isS?

MR. EI DUKAS: Objection. Calls for
specul ati on.

JUDGE DOLAN: "1l sustained it.

MR. REDDI CK: He's the inmplementation expert

her e. | f vagueness works for him that's fine, he
can say so; if specificity helps, 1'd like to know
t hat .

THE W TNESS: This was fil ed.
BY MR. REDDI CK:

Q So to the extent of your authority and your
under st andi ng, you woul d not agree to put additional
detail in No. 217

A Yeah, | see no reason to change this.
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Q s it true that the Joint Applicants will
make at | east one exception to the transition cost
tracking commtment, specifically the Joint
Applicants don't propose to track and renmpove any
post-transaction effects of paying the acquisition
prem unf?

A Say that again. \Wat...

Q M ss Lusson was talking to you about the
acquisition prem um and possible effects --
derivative effects of paying the acquisition prem um
and whether it m ght effect could of capital in any
way . It was my understanding fromthe discovery that
you do not plan to try to track that; is that
correct?

A Correct. The cost -- correct.

Q I n your testinmony you discussed PUA,

Public Utilities Act, Section 7-103.
Do you recall that?

A Correct.

Q And nmy recollection of that testinmony is
t hat you saw Section 7-103 as sufficient to avoid any
need for a dividend restriction because the
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Comm ssion has authority to act under that provision?

A Correct. Coul d you direct me where that
is?

Q ' m sorry?

A Coul d you direct me where that is in ny

testinony in case there's nore.
Q Not really.
A Okay.

Q "' m not going to going to go back to the

testi nony

A That's fine.

Q -- It was just to make sure you understood
what | was tal king about.

A Okay.

Q Do you understand how Section 7-103 works?

A Not the -- all the intrinsic |legal details.

My understanding is they could order us to stop
i ssuing a dividend up.

Q Does -- do the utilities provide the
Comm ssion with any sort of advanced notice that
they're about to declare a dividend?

A Not that |I'm aware of.
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MR. REDDI CK: That's all

JUDGE DOLAN: All right.
M ss Hi cks?

MS. HI CKS: | don't have

JUDGE DOLAN: Okay.

MR. EIl DUKAS: A nmoment to determ ne redirect?

JUDGE DOLAN: Sur e.

(Break taken.)

MR. EI DUKAS: | have a few questions on

redirect.

. Thank you

Thank you

any further

REDI RECT EXAM NATI ON

BY

MR. EI DUKAS:

Q M. Reed, during your

M ss Lusson, she showed you --
THE W TNESS: M. Lauber

JUDGE DOLAN: It's Laube

r.

MR. EI DUKAS: Sorry. Thank you.

THE W TNESS: | want that corrected.

MR. EI DUKAS: So done.
BY MR. EI|I DUKAS:

Q You were shown Joi nt

My apol ogi es.

Applicants’

4.

1

guesti ons.

Cross-exam nation by
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confidential; correct?

A Correct.

Q And wi t hout disclosing any nunbers --
specific nunbers or anounts contained in this
docunent, | wanted to ask you a couple questions
about it.

A Okay.

Q Turning to Page 3, the amounts listed in
t his document for years 2015 through 2017 with

respect to Peoples Gas' AMRP, what is your

under st andi ng about whet her these are the -- strike
t hat .

Are -- with respect to the numbers
shown in this document, is it your understanding that

t hese amounts are what Peoples Gas expected to spend
prior to the announcenment of the reorganization or
are these numbers that were provided by W sconsin
Energy as nunbers that are going to be spent after
t he merger was announced?

A My understanding is these are the numbers
that were in the Peoples Gas rate case this | ast year
and their projection for their spending.
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Q Is it -- do you have an understandi ng or
opi nion as to whether or not the amounts -- the
aggregate anmounts for spending on AMRP for the years
2015 through 2017 are roughly equivalent to the
$1 billion comm tnment for that same time period that
you testified about from your testimny?

A The $1 billion conm tment is under the
comm tment that was made by Peoples Gas in this -- in
this proceedi ng.

Q And when you say "under," do you mean | ess
t han - -

A It is a dollar amount that is |less than the
dol I ar amounts on this exhibit.

Q And is that true for only the AMRP amounts
or for the overall amounts listed on the botton?

A It's really the overall amounts |listed at
t he bottom because we did not break down our
comm t ments.

Q And one | ast question, can a utility,
Peopl es Gas or North Shore, include any costs,
transition or otherwi se, in their rates w thout
having to obtain the Commerce Conm ssion's approval
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to your understandi ng?
A My understandi ng, they cannot.
MR. EI DUKAS: Thank you, your Honor.
No further questions.

JUDGE DOLAN: Any redirect -- | mean recross,
" m sorry.

(No response.)

JUDGE DOLAN: Okay. Thank you, M. Lauber.

MS. CARDONI:  Your Honor, in |lieu of cross for
M. Lauber, Staff has a series of DRs we'd |like to
put into the record.

JUDGE DOLAN: Okay.

MS. CARDONI: At this time, Staff moves for the
adm ssion of what has been marked as Staff Group
Cross Exhibit 1 consisting of the Conpani es responses
to Staff Data Request MGM 5.01 through MGM 5. 06.

(Wher eupon, Staff Group
Cross Exhibit No. 1 was
mar ked for identification.)

MR. EIl DUKAS: There's no objection, your Honor.

JUDGE DOLAN: All right. Then Staff Group
Cross Exhibit 1 will be entered into the record.
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MS. CARDONI : Thank you

(Wher eupon, Staff Group

Cross Exhibit No. 1 was

admtted into evidence.)

JUDGE DOLAN: Al'l right. We're going to take a

couple m nute break here and then we're going get

M. Stoller set up down in Springfield.

(Break taken.)

JUDGE DOLAN: Good afternoon

M. Stoller, you want

ri ght hand?

(Wtness sworn.)

JUDGE DOLAN: Thank you

called as a witness herein,

HAROLD STOLLER

M. Stoller.

to raise your

havi ng been first

sworn, was exam ned and testified as follows:

Q

and spel

A

DI RECT EXAM NATI ON

BY

MS. CARDONI :

Pl ease state your full name for

your | ast nane.

My name is Harold Stoller.

My

duly

the record

| ast

name i s
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spelled S-t-o-I-1-e-r.

Q And who is your enployer and what is your
busi ness address?

A | work for the Illinois Commerce Comm sSion
that is |located at 527 East Capitol Avenue,
Springfield, Illinois.

Q And what is your position at the Illinois
Commer ce Conmm ssion?

A ' m director of the Safety and Reliability
Di vi si on.

Q Did you prepare written exhibits for
subm ttal in this proceeding?

A | did.

Q Do you have before you a document which has
been marked for identification as ICC Staff 1.0
consisting of a cover page, eight pages of narrative
testinony and is titled the direct testimny of
Harol d Stoller?

A | do.

Q Did you prepare that document for
presentation in this matter?

A | did.
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Q Do you al so have before you a docunent
whi ch has been marked for identification as ICC Staff
Exhi bit 8.0 consisting of a cover page, 11 pages of
narrative testimny, Attachment A, public and
confidential, and is titled the rebuttal testimny of
Harold Stoller?

A Yes.

Q Did you al so prepare that document for
presentation in this matter?

A Yes.

Q Finally, do you have before you a document
mar ked for identification as ICC Staff Exhibit 15.0
consisting of a cover page, four pages of narrative
testinmony and is titled reply to the suppl ement al

testinony filed in response to the Liberty Interim

Report of --
A Yes.
Q -- Harold Stoller?
A Yes, | do.
Q Did you al so prepare that document for

presentation in this matter?
A | did.
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Q Do you have any corrections to make to
Exhibits 1.0, 8.0 or 15.07?

A | do not.

Q Is the information contained in Staff
Exhibits 1.0, 8.0 and 15.0 true and correct to the
best of your know edge?

A Yes.

Q And if | were to ask the same questions as
set forth in Staff Exhibits 1.0, 8.0 and 15.0, would
your responses be the same today?

A Yes, they woul d.

MS. CARDONI :  Your Honor, | nmove for adm ssion
into evidence of I CC Staff Exhibits 1.0, 8.0 and 15.0
and all attachments. | note for the record those
docunments were filed on e-Docket November 20th, 2014,
January 15th, 2015 and January 29th, 2010,
respectively.

JUDGE DOLAN: Any objections?

(No response.)

JUDGE DOLAN: Heari ng none, those exhibits will
be admtted into record.

MS. CARDONI : Thank you
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(Wher eupon, 1CC Staff
Exhi bits 1.0, 8.0 and
15.0 were adm tted
into evidence.)
MS. CARDONI : M. Stoller is available for
Cross.
JUDGE DOLAN: M. Reddick?
CROSS- EXAM NATI ON
BY

MR. REDDI CK:

Q Good afternoon, M. Stoller.

A Good afternoon, M. Reddi ck.

Q How are you?

A ' m fine. And you?

Q | am good. Thank you. | only have one

thing to ask you about and it concerns Comm t ment
No. 9 which | believe you're famliar with. That's
Comm tment No. 9 in Joint Applicants' Exhibit 15.1.

A Comm t ment 97?

Q Comm t ment 9.

A | don't have that in front of ne.
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Q | believe you're famliar with the process
that's been proposed by the Joint Applicants for
dealing with the recommendati ons fromthe audit
comm ssion by the Comm ssion?

A | believe | am yes.

Q Well, rather than shuffle papers, would you
explain to me that process as you understand it?

A Well, I"'mfamliar with what we have done
before in these situations and that is that once the
Comm ssion gets the recommendation from the auditor,

t he consultant, those are shared with the Company and
we then work back and forth with the Company to reach
an agreement about which will be inmplemented and how
and when, which may not be as originally witten and
how they will be, by the Conmpany, if they have
alternatives to propose and when that will be done
and when we get all done with that, we typically take
that to the Comm ssion and say, Here's what we have
negoti ated, here's what we have agreed with the
utility will be done.

Q And what do you do in case there are itens
out st andi ng?
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A Where we have not been able to reach an
agreement ?

Q What have you done in the past?

A You know, |'ve kept -- quite honestly, |
don't recall a situation where we had not reached
some agreement on every point that the consultants
had recommended action be taken where we didn't reach
an agreenent, shall | say, that as far as Conmm ssi on
Staff was concerned, even though it wasn't what the
consul tant specifically recomended, we were okay
wi th what the Company proposed and we would go back
to the consultant thenmsel ves and say, you know, you
said X ought to be done and the utilities proposed X
prime, what do you think about that, will that get
done, what you really think needs to be done? W' ve
gone back and talked to them about that before and |
don't remenber that we ever had to come to the
Comm ssion -- and we may have, | just don't recall --

come to the Comm ssion and said, You know, consultant

recommended somet hing and the utility just says,
These won't do it. | don't recall that.
Q And how long is this process -- well, in
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your experience, how |l ong does this usually take?

A A coupl e mont hs maybe.

Q And as | understand the way this particul ar
audit is proceeding, the consultation over
recommendations will begin some time after m d-year
when the final report is delivered?

A After the final report is delivered, yes.

Q And | assunme you will be working to
i mpl ement the recommendati ons as quickly as possi bl e?

A To get an agreenment about what's going to
be done and how soon it's going to be done, if that
needs to be done in terms of time, yes.

Q And - -

A We don't want time to drag on because the
monitoring period starts when the report is
del i ver ed.

Q | thought you were going to refer to
anot her reason that | thought | read in your
testinmony which is that you see a safety related risk
in del ay?

A | do. Tomorrow is riskier than today.

Q And that accrues day by day?
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A

Pretty much.

MR. REDDI CK: That's all 1 have. Thank you

JUDGE DOLAN: Thank you, M. Reddick.

M. Doshi .

MR. DOSHI: Thank you, your Honor.

A

Q

CROSS- EXAM NATI ON
BY
MR. DOSHI
M. Stoller, good afternoon.

Good afternoon.

My name is Sameer Doshi . "' m an attorney

with the Attorney General's Office and | have sonme

questions for you about your testinmony, if you don'

m nd.

r ebutt al

Woul d it

your

A

Q

| don't.
|'d like to begin by referring to your
testinmony, which is Staff Exhibit 8.0.

be fair to characterize your position in

rebuttal testinony as you are opposed to any

t

extension of the conmpletion date of the AMRP beyond

20307

A

That's fair.
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Q Okay. Thank you
At Line 153, on Page 8 of your
rebuttal testinony, Exhibit 8.0 you state, AMRP was
not ordered by the Comm ssion for reasons other than
pi peline safety.
Do you see that?
A | see it.

Q You were not a Comm ssioner of the |ICC at

the time of the 2009 rate case order:; is that
correct?
A Absol utely correct.

Q And you're an attorney, is that right,
M. Stoller?

A Yes.

Q And the statenment | quoted from your
rebuttal testinmony, is that your |egal opinion?

A That's my opinion fromreading the order.

Q Okay. Thank you

Woul d you agree that Comm ssion orders

speak for themsel ves?

A Sur e.

Q Are you suggesting in any way that you are
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a |l egal expert in the interpretation of prior |ICC
orders?

A No.

Q Okay. Thank you

Now, speaking again of that 2009 rate
case Docket Nos. 09-0166/0167, you were a witness in
t hat case; is that correct?

A Yes, | was.

Q Do you recall that Peoples Gas engaged a
wi t ness named Sal vatore Marano in that docket?

A | recall that.

Q Do you recall that M. Marano proposed
three alternative conpletion dates for the AMRP,
namely, 2025, 2030 and 2035 in his direct testinony
in that docket in support of Peoples Gas' Rider |ICR
proposal ?

A "Il take your word for it. | haven't
| ooked at his testinony since that case went on.

MR. DOSHI : Okay. Thank you.

Okay. At this time |'mgoing to
di stri bute here in the roomin Chicago a series of
cross exhibits that |I'm going to ask a few questions
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about .
BY MR. DOSHI

Q And, Mr. Stoller, earlier today | sent
Staff Counsel, M ss Cardoni, an e-mail with some of
t he documents 1'd |like to discuss. Did you -- were
you able to print some of those documents?

A | was.

MR. DOSHI : Okay. Thank you.

AG Cross Exhibit 12 consists of
Staff's response to the foll owi ng data request, AG
Staff 3.01, 3.02, 3.03 and 3. 04.

AG Cross Exhibit 13 consists of
Staff's response to Data Request AG Staff 3.05.

AG Cross Exhibit 14 consists of the
direct testimony plus the rebuttal testimny of
M. Stoller from Docket 09-0166/0167.

And finally, AG Cross Exhibit 15 is an
excerpt fromthe evidentiary hearing transcript in
Docket No. 09-0166/0167.

(Wher eupon, AG Cross

Exhi bit Nos. 12 through 15 were

mar ked for identification.)
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BY MR. DOSHI

Q M. Stoller, were you able to print out M.
Sal vatore Marano's direct testinmony from Docket
09-0166/01677?

A | was.

Q And just as a note, we previously
i ntroduced that docunment and it was adm tted as
AG Cross Exhibit 2 yesterday.

A Al'l right.

MS. CARDONI : Your Honor, | just want to note |
believe that was Exhibit -- that was admtted under a
[imted purpose as it related to M. Schott's
testi nony.

M. Stoller doesn't testify as to
M. Marano's testinmony in this docket, so | would
obj ect that any questions involving this -- testimny
woul d be irrel evant.

MR. DOSHI : Your Honor, M. Stoller stated in
his rebuttal testinmony in the quote | read earlier
t hat AMRP was not ordered by the Conmm ssion for
reasons other than pipeline safety and the
Comm ssion's order in Docket No. 09-0166/0167 relied
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heavily on the testimny of M ss Marano -- M. Marano
on behalf of Peoples Gas. So Il'd like M. Stoller to
refer to that.

MS. CARDONI : M. Stoller can't testify as to
what M. Marano thought and that doesn't necessarily
mean that his interpretation of the order was rel ated
to M. Marano's testinmony, so | still don't see the
rel evance.

JUDGE DOLAN: | have to agree with her.
think 1'"ll sustain the objection.

BY MR. DOSHI :

Q M. Stoller, would you agree when the
Comm ssion ordered the 2030 conpletion date for the
AMRP in the 2009 rate case, it also approved Ri der
| CR which enabl ed the Conmpany to receive from
rat epayers a return of and on AMRP investment over a
desi gnated dol | ar amount each year between rate
cases?

A | think that's what happened. |'d have to
read the order, but | believe that's what happened.

Q Okay. Thank you.

Earlier today | sent staff counsel an
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Internet link to that order and asked that you print

it out. Were you able to print out the pages |
i ndi cat ed?

A |f you mean by that Pages 164 through 197
yes.

Q Yes. Thank you, sir.

At the bottom of Page 192, do you see
where the Comm ssion Analysis and Concl usi on section
begi ns?

A | do.

Q And then moving to the next page the top of
193, do you see the heading, The Case for
Accel eration and Rider |CR?

A Yes.

Q Woul d agree that the Comm ssion consi dered
t hose two i ssues together?

A They did, | believe.

MS. CARDONI : | ' m going to object, your Honor.
As M. Doshi already pointed out, the order speaks
for itself. | don't really see the need for
M. Stoller to confirm what the order says. The
order can be referenced by anyone in any manner and
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interpretations can be drawn. So | don't really know
what Mr. Stoller agreeing with what the order says
adds to this.

MR. DOSHI : Your Honor Mr. Stoller, in his
testinony, presented an interpretation of this order,
so l'd like himto refer to it in answering sone
guesti ons.

JUDGE DOLAN: For what |limted purpose, | guess
"Il overrule the objection.

MS. CARDONI : What page are you on?

MR. DOSHI : | was on 193 of the order fromthe
2009 rate case.

BY MR. DOSHI

Q Turning to Page 194 of that order,

M. Stoller, in the paragraph m ddl e of the page that
starts "however" --

A Yes, | found it.

Q -- do you see in the |ast sentence where it
says, Staff's persistent claimthat Rider ICR is not
needed falls away?

A Yes, | see that.

Q The very bottom of Page 194, do you see
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where it says, The testimony of M. Stoller confirns
for the Conmm ssion what it should do in terns of
Ri der | CR?
A | see that.
Q Thank you
|'d Iike to move on from | ooki ng at
t he order.
Woul d you agree that the Illinois
Appel  ate Court reversed the Comm ssion's approval of
Rider ICR in Septenmber of 20117
A | believe that happened.
Q Thank you
Woul d you agree fromthat time until
2014 when the Comm ssion approved the new statutorily
aut hori zed Rider Q P, Peoples Gas was unable to
collect a return of and on its AMRP invest ment
bet ween rate cases?
A No.
Q You do not agree?
A Those were investments in infrastructure.
They go into rates. They weren't going through ICR
and they weren't going through QI P. That doesn't
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mean they didn't get anything for the work they did.

Q My question was between rate cases.

A | don't know what you mean by that for
sure.

Q So after a rate order, if Peoples Gas then
i nvested AMRP, then until the next rate order, they

were unable to collect a return of and on that AMRP
investment in the absence of Rider ICR; is that
correct?

A If they didn't have a rider, they woul dn't
be able to run anything through a rider, that's
right.

Q Al'l right. Thank you

And would you agree that for the time
period in 2011 when Rider |ICR was reversed until the
time in 2014 when Rider QI P began, Peoples Gas sl owed
down the pace of its annual investment in AVMRP?

MS. CARDONI : | ' m going to object, your Honor.
To the extent Mr. Stoller knows, | guess he can
answer the question, but he doesn't testify about
recovery for this investnment. He testifies about the
safety related issues and he isn't the accounting
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wi t ness. So | don't think it's clear that
M. Stoller is -- can answer any of these questions.
JUDGE DOLAN: Can you rephrase it so..
MR. DOSHI : Your Honor, | would simply ask
M. Stoller if he knows over the time period |
menti oned, from Septenber of 2011 until Rider QP
began in early 2014, if Peoples Gas sl owed down the
pace of its AMRP investment.
| f he doesn't know, he could say that.
THE W TNESS: | don't.
BY MR. DOSHI
Q Al'l right. Thank you
Goi ng back to the 2009 rate case, do
you recall what you recommended as a witness in this
case in response to M. Marano's testinmony?
A You mean, do | recall the recommendati ons
testified to?
Q Yes, sir.

A Well, | just happen to have it in front of

MS. CARDONI : | think, your Honor, |'m going

have to object to this question as well.
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M. Stoller's testinony doesn't relate to his
testinony from'09 -- in the '09 and the '09 case
predates even the existence of AMRP, nmuch | ess the
AVMRP audit, so | don't see howit's relevant to his
testinony in this docket.

MR. DOSHI : Your Honor, M. Stoller has, in his
rebuttal testinmony, opined as to the Comm ssion's
subjective motivations for approving the AMRP in the
2009 rate case and according to the | anguage of the
order that we | ooked at, M. Stoller's testinmny was
pivotal in informng the Comm ssion's decision. So
|'d Ilike to ask hima couple questions about his
recommendations fromthat testinmony.

JUDGE DOLAN: "1l overrule the objection
BY MR. DOSHI

Q Should | repeat the question?

A Pl ease do.

JUDGE DOLAN: Yes.

BY MR. DOSHI

Q My question was, do you recall the
recommendations that you made in your direct
testinony in the 2009 rate case?
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A Yes. They start on Page 2 of that
testinony right at the top of the page, Line 24.
Q Okay. Thank you.

And just to be clear, this is -- this
is what we marked as AG Cross Exhibit 14, which
consists of M. Stoller's direct testinmony which was
Exhi bit 14.0 and rebuttal testimny, Exhibit -- Staff
Exhi bit 28.0 from the 2009 rate case?

A They were both cross 147

Q Yes. Those two testinonies together we
have marked as AG Cross Exhibit 14.

A Al'l right.

Q M. Stoller, can you summri ze your
recommendations from Page 2 there?

A Summari ze this?

Q Yes, pl ease.

A |'d rather not try and summarize them I
could read them

Q Sure.

A Peopl es Gas should be ordered by the
Comm ssion to conduct an in-depth study of proposed
accel erated cast and ductile iron main repl acenment
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program since the program appears to be necessary for
the long-term safety of Peoples Gas natural gas
di stribution system

The second recomendation is, Peoples
Gas should present the Comm ssion with a fully
devel oped plan for carrying out the accelerated main
repl acement program and obtain Comm ssion approval of
t hat proposed plan in a docket proceeding before
commenci ng the programwith the plan to be analyzed
by an i ndependent consultant to be retained by the
Comm ssion at Peoples Gas' expense prior to
Comm ssi on approval .

The third recommendati on was,
foll owing Comm ssion approval of Peoples plan for the
mai n repl acement program Peoples should be ordered
to return to the Comm ssion with an updated anal ysis
of the program every 3 years indicating the progress
of the programto date, and plans for the remainder
of the program if those plans have changed since the
| ast periodic analysis, the update report to be
anal yzed by an independent consultant retained by the
Comm ssion at Peoples Gas expense.
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Q Thank you
Regar di ng your second recomendati on
fromyour 2009 rate case testinony there, did it
ultimately turnout that the Comm ssion required the
AMRP plan to be analyzed by an i ndependent consultant
before the Comm ssion approved the AMRP?
A No, they m ssed that.
Q Okay. Thank you
And did it ultimately turn out that
t he Conmm ssion required Peoples to return to the
Comm ssion with an updated analysis of the AVRP every
3 years indicating progress and future plans and then
t he updated report would be analyzed by an
i ndependent consultant? Did that ultimtely turn out
t hat way?
A | don't think that was in the order.
Q Thank you
And did the Comm ssion -- referring to
both your reconmmendations 2 and 3, did the Comm ssion
every, in any future case, order what you' ve proposed
in recommendations 2 and 3?
A No.
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Q Okay. Thank you

l'd now like to turn to the
evidentiary hearing transcript fromthe 2009 rate
case which we've marked as AG Cross Exhibit 15. The
hearing went across a few days. This transcript is
from August 27th, 2009.

M. Stoller, could you turn to
Page 904 of the transcript?

A Yes.

Q And | believe the person doing the
guestioning here is an Attorney General |awyer and
she asks on Line 5 on Page 904, is it your testinmony
that the 2030 conpl etion date, as presented in
M. Marano's testimny, nust be approved by the
Comm ssion? |In other words, is 2030 a magic bullet?
Is that the year that it has to be conpleted in your
m nd?

And your answer was, No.
Do you see that?

A | do.

Q And then the office of Attorney Genera
attorney continues with the question at Line 11, have
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you seen anything in this case that supports the
notion that it must be conmpleted by 2030?

And your answer was, As to a
particul ar date, no.

Do you see that?

A | do.
Q Okay. Thank you

And then if you turn Page 905, the
next page, the Staff counsel, starting at Line 7,
asks you a redirect question. He says, M. Stoller,
M ss Lusson asked you some questions about the
compl etion date, do you recall that?

You say, | do.

Do you see that?

A Yes.

Q And then at Line 11, Staff counsel asks:
Can you explain for the ALJs, though, what your
position is on the accel eration.

Your answer isS: They need to do it.
| don't know if it's 2029 or 2030 or 2031, but the
testinony that | saw from Peoples Gas convi nces nme
t hey need to get hot.
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Do you see that?

A Yes.

Q And then at Line 16, Staff counsel asks,
woul d the issue of a particular conmpletion date be
somet hing that you believe would be addressed in the
proceedi ng that you' ve recommended to | ook at the
i mpl ement ati on plan?

And you say, | would hope so.
Do you see that?
A | do.
Q Okay. Thank you
Since that evidentiary hearing back in
August of 2009, the Comm ssion never opened a new
proceeding to specifically investigate the conpletion
date of the AMRP; is that correct?

A That is.

Q Have you or the Staff conducted an
i ndependent analysis of the appropriate end date for
t he AMRP?

A | don't believe so.

Q Okay. Thank you

Woul d you agree that the AMRP is
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behi nd schedule in terms of a putative target end
date of 20307

A You know, | don't know. It's got a | ot of
probl ems. | don't know if that all means it's behind
schedul e or not, but the problems are what we're
concerned about.

Q Okay. Thank you

A | don't -- never m nd.

Q Do you know if the pace of construction
activity that Peoples Gas has undertaken in the first
four years of the programin 2011 through "14 is
consi stent with a 2030 conpl eti on date?

MS. CARDONI : | " m going to object and say
that's outside the scope of M. Stoller's testinmony.

JUDGE DOLAN: "Il sustain that one.

BY MR. DOSHI

Q At the time of the 2009 rate case, did
Staff perform any cal cul ati on of what i mpact the AMRP
woul d have on customer rates over the life of the
progranf?

A | don't know. | didn't.

Q Okay. Thank you
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Coul d you | ook at your response to
Dat a Request AG Staff 3.05 fromthis docket? 1In
Part C, you state in your response, in making his
recommendati on that the Comm ssion maintain the 2030
AMRP conmpl etion date ordered by the Comm ssion in
Docket No. 09-0166/0167 consolidated, M. Stoller did
not consider the rate inmpacts of PGL ratepayers of
mai nt ai ni ng that schedul e.

Do you see that?

A Actually, | don't. In all the course of
printing all this paper out, | didn't have it, but |
remenmber the question and if | recall correctly, |
said, | didn't do any econom c analysis to justify my

saying that | believed it ought to be conpleted as
schedul ed.

Q Okay. Thank you

Do you believe the inpact on customer

rates should be a consideration for the Comm ssion
when deci ding the appropriate time frame for
conpl eting the AMRP?

A | don't know what they m ght think is
appropriate. | think safety is paramount. That's ny
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recommendati on.
MR. DOSHI: That's all my questions, sir.
Thank you very nuch.
At this time, your Honor, I'd like to
move for adm ssion of AG Cross Exhibits 12, 13, 14
and 15.
MS. CARDONI : Your Honor, can | respond after
we break for redirect?
JUDGE DOLAN: Yes.
M ss Hicks, do you have --
MS. HI CKS: No questions. Thank you.
JUDGE DOLAN: M. Stoller, we're going to take
a quick break so yours counsels can speak with you
(Break taken.)
MS. CARDONI: We have a little bit of redirect
your Honor.
REDI RECT EXAM NATI ON
BY
MS. CARDONI :
Q M. Stoller, do you remember when M. Doshi
asked you some questions about your cross-exam nation
fromthe 2009 rate case?
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A Yes.

Q And what is your understanding of the date
by which the Comm ssion ordered AMRP to be conmpl eted?

A | believe they ordered it to be conpleted
on the 20-year proposal that Salvatore Marano
proposed; that is, they ordered in 2010 to be done by
2030.

Q And are you aware of any order since the
2009 rate case that changed the 2030 conpl etion date?

A | m not .

MS. CARDONI : Okay. That's all.

JUDGE DOLAN: Any recross?

MR. DOSHI : No, your Honor.

JUDGE DOLAN: All right. Thank you
M. Stoller.

We have his exhibits?

MS. CARDONI : Yes. Judge, we don't object to
Exhibit 12, 13 or 15. We renew our objection about
Cross Exhibit 2 for any purpose related to
M. Stoller and we renew our objection to Cross
Exhi bit 14 as outside the scope of M. Stoller's
testinony in this docket.
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JUDGE DOLAN: So you're saying 12, 13 --

MS. CARDONI : 12, 13 and 15 are okay.

JUDGE DOLAN: -- but 14 you're not?

MS. CARDONI: Well -- and 14 for sure. You
know, that was his direct and rebuttal and M. Doshi
only questioned him about one page of his direct.
So. ..

JUDGE DOLAN: And he read that into the record
so, technically, I don't think we really need that in
the record.

He read the excerpt that you wanted;
right?

MR. DOSHI : Yes, your Honor. That's true.

JUDGE DOLAN: Okay. All right. Then with
that, even though I'm not a big fan of putting
transcripts from other court causes in, since there
is no objection, | will allow it but -- 12, 13 and 15
will be admtted into the record, AG Cross Exhibits
12, 13 and 15.

(Wher eupon, AG Cross
Exhi bit Nos. 12, 13 and 15 were
admtted into evidence.)
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JUDGE DOLAN:
M. MNally now?

MS. CARDONI :
you.

JUDGE DOLAN:
M. MNally.

MS. CARDONI :
McNal |'y.

JUDGE DOLAN:

going to put M.

Okay. We're going to do

| " m sorry, Judge, | didn't hear

| said, we're going to do

Yes. Staff calls M. M chae

Oh, wait. |'m sorry. We're just

Coppola's testimony into the record

since he's here and he doesn't get to testify, at

| east he gets to

MS. LUSSON:

show up on the transcript; right?

Good afternoon, M. Coppol a.

Can you please state your name and

busi ness address for the record.

A Sebasti an Coppola, C-o0-p-p-o0o-l-a. The

busi ness address
M chi gan 480306.
JUDGE DOLAN:

ri ght hand.

is 5928 South Gait Road, Rochester,

M. Coppol a, please raise your
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(Wtness sworn.)

SEBASTI AN COPPOLA,
called as a witness herein, having been first duly
sworn, was exam ned and testified as follows:

DI RECT EXAM NATI ON

BY
MS. LUSSON:
Q M. Coppola, you have been you what has

been previously marked as AG Exhibit 2.0 as well as
attached Exhibits 2.1 through 27.
Do you have that before you?

A Yes.

Q Was this testimony prepared by you or under
your supervision?

A Yes.

Q Do you have any corrections to make to that
testinony at this tinme?

A No, | do not.

Q And if | asked you the same questions that
appear in that testinmony today, would your answers be
the same?
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A Yes.

Q You al so have before you what's been
previously --

MS. LUSSON: And | should note for the record
t hat that testinmony, your Honor, was filed on
e- Docket on November 20th, 2014.

BY MS. LUSSON:

Q M. Coppola, you also have before you your
rebuttal testinmony, which was previously marked as
AG 4.0, along with attached Exhibits 4.1 through 4.7
filed on e-Docket on January 15th, 2015.

Do you see that?

A Yes.

Q And was this testimny prepared by you or
under your supervision?

A Yes.

Q And do you have any corrections to make to
that testimony at this time?

A No.

Q Al'l right. You al so have before you what's
been identified as the supplenmental testimny of
Sebasti an Coppol a previously marked as AG 5.0, both
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confidential and public versions, as well as
AG Exhibit 5.1, a confidential document.
Do you see that?

A Yes.

Q Was that testimony prepared by you or under
your supervision?

A Correct.

MS. LUSSON: And that testimony, | would note
for the record, was filed on e-Docket on January
22nd, 2015.

BY MS. LUSSON:

Q Do you have any corrections to make to that
testinony?

A No.

Q And if | ask you the same questions that
appear in that testinmony today, would your answers be
the same?

A Yes.

Q And, finally, you have what's been
previously identified as the supplemental rebuttal
testi nony of Sebastian Coppola marked as AG Exhi bit
6.0 as well as AG Exhibit 6.1, both confidential and
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publi c.
Was that testimony prepared by you or
under your supervision?

A Yes.

MS. LUSSON: And | would note for the record
that that was filed on e-Docket on January 29th,
2015.

BY MS. LUSSON:

Q And do you have any corrections to make to
that testimony?

A No, | do not.

Q And if | asked you the same questions that
appear in that testinmny today, would your answers be
the same?

A Yes.

MS. LUSSON: Your Honor, at this time, | would
move for the adm ssion of AG Exhibits 2.0 and 2.1
t hrough 2.7, AG 4.0 along with attached Exhibits 4.1
t hrough 4.7; AG 5.0 and 5.1, both confidential and
public versions, and finally AG Exhibit 6.0 and
attached Exhibit 6.1, both confidential and public

ver sions.
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JUDGE DOLAN: Any objections?
MR. EI DUKAS: No objection, your Honor.
JUDGE DOLAN: Then those exhibits will be
entered into the record.
MS. LUSSON: Thank you, your Honor.
(Wher eupon, AG Exhi bit
Nos. 2.0 and 2.1 through 2.7,
4.0, Exhibits 4.1 through 4.7,
5.0 and 5.1, both confidential and
public versions; AG Exhibit 6.0 and
Exhibit 6.1 were
admtted into evidence.)
JUDGE DOLAN: All right. Staff you want to
call your witness?
MS. CARDONI : Staff calls M ke MNally.
JUDGE DOLAN: Okay. Good afternoon
M. MNally. Pl ease raise your right hand.
(Wtness sworn.)

JUDGE DOLAN: Thank you
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M CHAEL McNALLY,
called as a witness herein, having been first duly
sworn, was exam ned and testified as foll ows:

DI RECT EXAM NATI ON

BY
MS. CARDONI
Q Pl ease state your full name for the record

and spell your | ast nane.

A M chael McNally, Mc-N-a-I|-I-y.

Q VWho is your enployer and what is your
busi ness address?

A My enployer is Illinois Commerce
Comm ssi on. My busi ness address is 527 East capitol
Avenue, Springfield, Illinois 62701.

Q What is your position at the Illinois
Commerce Comm ssion?

A |'m a senior financial analyst in the
Fi nance Department of the Financial Analysis
Di vi si on.

Q Did you prepare written exhibits for
subm ttal in this proceeding?

A Yes, | did.
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Q Do you have before you a document marked
for identification as I CC Staff Exhibit 7.0, public
and confidential, which consists of a cover page,
tabl e of contents, 18 pages of narrative testinmony

and is titled the direct testimny of M chae

McNal | 'y?
A Yes.
Q Did you prepare that document for

presentation in this matter?
A Yes.

Q Do you al so have before you a docunent

whi ch has been marked for identification as |ICC Staff

Exhi bit 13.0, which consists of a cover page, seven
pages of narrative testinony and is titled rebuttal
testinony of M chael McNally?

A Yes.

Q Did you prepare that document for
presentation in this matter?

A Yes.

Q Do you have any corrections to make to I CC
Staff Exhibit 7.0 or 13.07

A No.
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Q s the information contained in | CC Staff
Exhibit 7.0 and 13.0 true and correct to the best of
your knowl edge?

A Yes.

Q If I were to ask you the same questions
today in ICC Staff Exhibit 7.0 and 13.0, would your
responses be the same?

A Yes.

MS. CARDONI :  Your Honor, | nmove for adm ssion
into evidence of I CC Staff Exhibit 7.0 and 13.0. I
note for the record these documents were filed on
e- Docket Novenmber 26th, 2014 and January 15, 2015
respectively.

JUDGE DOLAN: 13 is confidential and public
versions?

MS. CARDONI : No, 13 was all public.

JUDGE DOLAN: Oh, I'm sorry. 7 was
confidential ?

MS. CARDONI : 7 was public and confidenti al.

JUDGE DOLAN: So 7 is public and confidenti al,
and 13 is just public.

Any obj ections?
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MR. EI DUKAS: No objections, your Honor.
JUDGE DOLAN: All right. Hearing no
obj ections, those documents admtted into the record.
(Wher eupon, Staff Exhibits
7.0 and 13.0 were
admtted into evidence.)
JUDGE DOLAN: M. Reddick?
MR. REDDI CK: Thank you, your Honor.
CROSS- EXAM NATI ON
BY
MR. REDDI CK:
Q M. MNally, Conrad Reddick representing
the City of Chicago.
A Hel | o.
Q One topic to cover with you. I n your
testinony, you discuss Section 7- 103 and as |
under stand your testinmony, you're proposing back up
requi rements to be in place if M. Gorman's dividend
restriction condition that's not adopted by the
Comm ssion; is that an accurate description?
A Do you have the citation there?

Q It's your rebuttal testimony, Line 127
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A That's correct.

Q |'"minterested in understandi ng how Section
7-103 works for the Staff and for the conm ssion if
PGL or North Shore wanted to declare a dividend in
circumstances where there was a question about the
adequacy of funding.

So my question to you is, in ordinary
circumstances, is a utility required to provide the
Comm ssion with advanced notice of its intention to
decl are and pay a dividend?

A No, | do not believe so.

Q And, |ikewi se, you would have no notice of
t he amount of the dividend that would be decl ared?

A That's correct.

Q How far in advance of a dividend

announcement does the Comm ssion usually find out

that a utility is going to declare and pay a
di vi dend?

A | would assume at the tinme it's made
publi c.

Q At the same time as every one else?

A Yes.
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Q Now, under Section 7-103 as you understand
it, is the Comm ssion required to determ ne the state
of the utility's finances in anticipation that it

m ght want to pay a dividend?

A | don't know if it requires the Conm ssion
to do that.
Q ' m sorry, okay. If the Conmm ssion w shed

to exercise its authority under Section 7-103, it
woul d have to make a determ nation before the utility
decl ared and paid a dividend; correct?

A Yes, | guess it would, yes.

Q And is your department or division the one
t hat woul d make the assessment for the Comm ssion,
the financial status of the conpany?

A Frankly, 1've never been involved in such a
matter, but | presume that the Finance Depart ment
woul d be -- would have to look into that. Of course,
the Comm ssion will ultimately make the deci sion,
but. ..

Q Then let me -- if you don't know the
answers to these because you' ve never been involved
in one, just say you don't. But would the task of
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assessing the financial condition of a utility to
determ ne whether it could properly pay a dividend

under 7-103 |i ke your assessment of financi al

condition of a utility for any other purpose?
A That's a broad question.
Q |'m simply look to go see if it's |ike

anyt hing that you've actually done?
A Again, | don't really know what it would
entail, but | presume it would be a general review of

the financial condition

Q Do you have any idea how | ong that would
t ake?

A No, not really.

Q Okay.

A It wouldn't be |like a day or two, it would
be awhil e. | presume there would be data requests

i nvol ved and such.

MR. REDDI CK: That's fine. Thank you, your
Honor .

JUDGE DOLAN: All right. Thank you

M ss Lusson?
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CROSS- EXAM NATI ON
BY
MS. LUSSON:

Q Good afternoon, M. MNally.

A Good afternoon.

Q As | understand your assignment in this
case, you were -- your testinony deals with your
exam nation of the proposed nmerger within the context
of section 7-204(b)(7) relative to cost of capital
i ssues; is that correct?

A Yes, in part.

Q And did you exam ne any ot her aspects of
whet her or not there would be possible adverse rate
i mpacts outside of cost of capital issues?

A No.

MS. LUSSON: Thank you

JUDGE DOLAN: All right. Thank you

M ss Hi cks?

MS. HI CKS: | waived my cross. Thank you.

JUDGE DOLAN: Any redirect?

MS. CARDONI : M ke, do you need us to call you

or no?
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THE W TNESS: No.
MS. CARDONI : Okay. No redirect.
JUDGE DOLAN: All right. Thank you
M. MNally.
MR. FEELEY: At this time, Staff would call its
next w tness, Dianna Hat hhorn.
JUDGE DOLAN: Good afternoon, M ss Hathhorn,
pl ease raise your right hand.
(Wtness sworn.)
JUDGE DOLAN: Thank you
DI ANNA HATHHORN,
called as a witness herein, having been first duly
sworn, was exam ned and testified as foll ows:
DI RECT EXAM NATI ON
BY
MR. FEELEY:
Q Coul d you please state and spell your name
for the court reporter.
A My name i s Dianna Hat hhorn,
H-a-t-h-h-o0-r-n.
Q M ss Hat hhorn, do you have in front of you
a document that's been marked for identification as
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| CC Staff Exhibit 6.0, the direct testinmny of Dianna
Hat hhorn whi ch consists of 13 pages of narrative text
and Attachment A?

A Yes, | do.

Q Was t hat document prepared by you or under
your direction and supervision and control ?

A Yes.

Q Do you have any additions, deletions or
modi fications to make to ICC Staff Exhibit 6.0 or
Attachment A?

A | have one correction to Attachment A. | t
was incorrectly | abeled as ICC Staff 1.0 instead of
| CC Staff Exhibit 6.0.

Q M ss Hat hhorn, do you have in front of you
anot her docunment, which has been marked for
identification as ICC Staff Exhibit 12.0, it's
entitled the rebuttal testimny of Dianna Hat hhorn,
it consists of 10 pages of narrative text and there
are no attachments?

A Yes, that's correct.

Q Was t hat document repaired by you or under
your direction, supervision and control ?
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A Yes.

Q Do you have any additions, deletions or
modi fication to make to | CC Staff Exhibit 12.07?

A | do not.

Q Do you intend I CC Staff Exhibit 6.0 and
12.0 to be your sworn testimony in this matter?

A Yes, | do.

MR. FEELEY: Your Honor, at this time, Staff
woul d move to admt into evidence |ICC Staff Exhibit
6.0 and Attachment A with the correction noted by
M ss Hat hhorn and |1 CC Staff Exhibit 12.0 the direct
and rebuttal testimny, respectively.

Staff Exhibit 6.0 and Attachment A was
filed on e-Docket on Novenmber 20th and 12.0 was filed
on January 15th, 2015.

JUDGE DOLAN: Okay. Just so I'm-- Attachment
A starts off with Joint Applicants' responses to
Staff Data Request -- is that the right document?

MR. FEELEY: M ss Hat hhorn, could you just
identify what Attachment A is? The ALJ was asking.

JUDGE DOLAN: Or does it have the JA 000066 at
the bottom? Just so |I'm make sure --
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THE W TNESS: Yes, that's correct.

JUDGE DOLAN: Okay. All right. Gr eat .
you.
MR. FEELEY: Staff would nmove to admt th
exhi bits and attachment into evidence.
JUDGE DOLAN: Any objections?
MR. EI DUKAS: No objection, your Honor.
JUDGE DOLAN: Hearing none, those exhibit
be admtted into the record.
(Wher eupon, 1CC Staff Exhibit
Nos. 6.0, Attachment A and 12.0
were admtted into evidence.)
MR. FEELEY: M ss Hathhorn is avail able f
Cross-exam nation.
JUDGE DOLAN: M ss Lusson?
MS. LUSSON: Thank you
CROSS- EXAM NATI ON
BY
MS. LUSSON:
Q Good afternoon, M ss Hat hhorn.
A Good afternoon.
Q | f you could turn to Pages 6 and 7 of

Thank

ose

s will

or

your
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direct testimny, Exhibit 12.0.
A My rebuttal? Or direct?
Q Yes. Yes. It's actually your rebuttal.
A ' m there.
Q There you coment on AG Wtness Effron's
recommendati ons.

Do you see that?

A Yes, | do.
Q And you understand -- is it correct that
you understand that those are -- those

recommendati ons are that those two refund mechani sns

be i nplemented as conditions of the merger; would you

agree?
A Yes, | agree.
Q So if the Joint Applicants -- if the

Comm ssion entered an order approving the merger and
included those two conditions and the Joint
Applicants found those conditions to be unacceptabl e,
t hey woul d not necessarily be conpelled to conplete
t he merger?

MR. FEELEY: Obj ecti on. | think that calls for
a |l egal conclusion by this witness who is not an
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attorney.

MS. LUSSON: Well, she's indicated that she's
objected to these for | egal reasons and I'm sinmply
trying to explore what her understanding is of
M. Effron's reconmendations with respect to those
two riders.

MR. FEELEY: That wasn't your question to her.
You said, Would the Joint Applicants be conmpelled to
abide by it?

MS. LUSSON: | can rephrase the question if
you'd |Ii ke, your Honor.

JUDGE DOLAN: Pl ease.

BY MS. LUSSON:

Q Woul d you agree, m ss Hathhorn, that should
the comm ssion include these as conditions of the
merger, the fact that they are conditions | eaves open
the possibility for the joint applicants to reject
t hose conditions and not nove forward with the
merger; would you agree?

A Yes, | believe that's correct.

MS. LUSSON: Okay. Thank you. That's all
have.
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JUDGE DOLAN: Okay. Thank you. They're the
only -- she's the only one that had questions for
M ss Hat hhorn, so if you have any need for redirect?

MR. FEELEY: No redirect.

JUDGE DOLAN: All right. Thank you
M ss Hat hhorn.

THE W TNESS: Thank you.

JUDGE DOLAN: \Whose next?

MR. HARVEY: | believe M. Kahle, your Honor.

JUDGE DOLAN: Bef ore we proceed with M. Khal e,
since we are kind of running -- | shouldn't jinx us
is either Cheaks or Gorman available if we needed to
have them testify this afternoon?

MR. REDDI CK: M. Gorman has no cross
remai ning. All parties have waived their cross and
M. Cheaks would be cross-examned only if we went
over into tomorrow.

JUDGE DOLAN: Okay.

MR. EI DUKAS: | was going say, M. Reddick and
| have agreed to stipulation of DR -- data request
responses in lieu of our cross-exam nation. So we

woul d have no cross for either witnesses. The
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30 m nutes that will are listed are wi thdrawn.
MR. REDDI CK: Were you going to do those now?
JUDGE DOLAN: No, | was just trying to see --
okay. Let's just go ahead and we can keep noving
al ong then. | just wanted to see where -- okay.
Call your next witness.
MR. HARVEY: We'Ill call Daniel Kahle at this
time, your Honor.
JUDGE DOLAN: Good afternoon, M. Kahle. Wuld
you place raise your right hand?
(Wtness sworn.)
JUDGE DOLAN: Thank you
DANI EL KAHLE,
called as a witness herein, having been first duly
sworn, was exam ned and testified as follows:

DI RECT EXAM NATI ON

BY
MR. HARVEY:
Q M. Kahle, would you please state your name
and spell it for the record.
A Dani el Kahl e. My | ast name is spelled

K-a-h-1-e.
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Q By whom are you enpl oyed and i n what
capacity?

A | am empl oyed by the Illinois Commerce
Comm ssi on. ' m an accountant in the Accounting
Department of the Financial Analysis Division.

Q Thank you

Do you have a docunment before you

mar ked for identification as Staff 5.0 consisting of
a cover page, table of contents seven pages of
narrative text and two attachnments marked as
Attachment A and Attachment B respectively, each of
which is one page in |length?

A Yes, | do.

Q Was this prepared by you or at your
direction?

A Yes.

Q Did you file it or cause it to be filed on
e- Docket on or about November 20, 20147

A Yes.

Q Are all the statements contained in Staff
5.0 true and correct?

A Yes.
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Q Do you have any corrections to make to
Staff 5.07?
A No, | do not.
Q Do you adopt Staff 5.0 as your direct
testinony in this proceeding?
A Yes.
MR. HARVEY: Thank you.
At this point, I move Staff 5.0 with
Attachments A and B into evidence.
JUDGE DOLAN: Any objections?
(No response.)
JUDGE DOLAN: Hearing none, Staff 5.0 with the
attachments will be admtted into the record.
MR. HARVEY: Thank you very much, your Honor.
(Wher eupon, Staff
Exhibit No. 5.0 with
Attachments A and B
were admtted into evidence.)
BY MR. HARVEY:
Q M. Kahle, nmoving on to Staff Exhibit 11.0,
do you have a docunment marked as Staff Exhibit 11.0
bef ore you consisting of a cover page and six pages
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of narrative text?

A Yes, | do.

Q And was that prepared by you or at your
direction?

A Yes.

Q Did you file it or cause it to be filed on
e- Docket on or about January 15, 2015?

A Yes.

Q Are all the statenments made in Staff
Exhibit 11.0 true and correct?

A Yes.

Q Do you have any corrections to make to
Staff Exhibit 11.07?

A No.

Q Do you adopt Staff Exhibit 11.0 as your
rebuttal testinony in this proceeding?

A Yes, | do.

MR. HARVEY: At this time, your Honor, | will
move Staff Exhibit 11.0 into evidence and tender the
witness for cross-exam nation.

JUDGE DOLAN: Any objections?

(No response.)
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JUDGE DOLAN:

Heari ng none, Staff Exhi

will be admtted into the record.

(Wher eupon, Staff

Exhi bit No. 11.0 was

admtted into evidence.)

JUDGE DOLAN:

MR. REDDI CK:

Q
City of
you.

A

Q

M. Reddick?

Thank you, your

CROSS- EXAM NATI ON

BY

MR. REDDI CK:

My name i s Conrad Reddick.

Chi cago. I

Okay.

Honor .

bi t

11.0

| represent the

only have one |l ong question for

Did you hear any of the testinony this

morning fromeither

A

Q

transaction costs and savings be identified and

M. Lauber or M.

| have heard portions of

Reed?

bot h.

Do you agree that it's inportant

tracked accurately at all stages of

A

Q

Sorry,

Di d

say

"transition"?

t hat

the transition?

meant

did you say transaction cost?
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transition.

MR. HARVEY: Could I have that question read
back just so |I'm sure what you're answering here?

MR. REDDI CK: Why don't | just restate it.

MR. HARVEY: That woul d be great.
BY MR. REDDI CK:

Q Do you agree that transition costs and
savi ngs should be identified and tracked accurately
at all stages of the transition?

A Yes, | do.

Q And with the magni tude of transition costs
that may be at issue in mnd, would you agree as well
t hat the accuracy or inaccuracy will have significant

consequences for ratepayers?

A I|f there's --
MR. HARVEY: | think that --
THE W TNESS: -- significant magnitude, yes.

BY MR. REDDI CK:

Q On the basis of what you heard this morning
from M. Reed and M. Lauber, do you agree with me
that there is much to be done in establishing the

appropriate protocols for tracking the transition
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costs and transition savings?

MR. HARVEY: | think that question is a
tri-fold of egg. The phrase "much to be done" | eaves
itself open to a nunber of possible interpretations.
| f Counsel could be somewhat nmore specific, | think
we coul d perhaps get a better answer.

BY MR. REDDI CK:

Q M. Kahle, do you believe that the
accounting systems and tracking systens for
transition costs and savings are ready to go today?

A | know that M. Reed's testinmony spoke of
using spreadsheets, but | don't know if they're ready
to go today.

Q So there remains work to be done?

A It would seem so, yes.
Q Based on what you heard this morning, would
more detail in the comm tnment be hel pful to the

Comm ssion in review ng conmpliance with the
comm tments in the future?
A Alittle more detail would be hel pful, but
' m not sure a little nore detail is avail able at
t his point.
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MR. REDDI CK: Thank you
Not hi ng further.
JUDGE DOLAN: Thank you

Any redirect?

MR. HARVEY: Dan, do we need to tal k about

this?

THE W TNESS: No, | don't think so.

MR. HARVEY: Then in that case,

your Honor.

we have none,

JUDGE DOLAN: All right. Thank you, M. Kahl

MR. FEELEY: Judge, before we go to our next

wi tness, did we swear in M ss Hathhorn?

JUDGE DOLAN: Yes.

MR. FEELEY: Okay. Al right.

At

Staff would call its next witness M.

Lounsberry.
JUDGE DOLAN: Good afternoon
Pl ease raise your right hand.
(Wtness sworn.)

JUDGE DOLAN: Thank you

M .

this time,

Eric

Lounsberry.

e.
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ERI C LOUNSBERRY,
called as a witness herein, having been first duly
sworn, was exam ned and testified as follows:

DI RECT EXAM NATI ON

BY

MR. FEELEY:

Q Coul d you please state your name and spel
it for the court reporter?

A My name is Eric Lounsberry. Last nane is
spelled L-0-u-n-s-b-e-r-r-y.

Q M. Lounsberry, do you have in front of you
a docunent that's been marked for identification as
| CC Staff Exhibit 2.0, the direct testimny of Eric
Lounsberry, which consists of 33 pages of narrative
text, Attachment 1, Part 1, Attachment 1, Part 2 and
Attachment 27

A Yes.

Q Was that -- was I CC Staff Exhibit 2.0
prepared by you or under your direction, supervision
and control ?

A Yes, it was.

Q Do you have any additions, deletions
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modi fications or corrections to make to I CC Staff
Exhi bit 2.07?

A No, | do not.

Q If -- today, if |I were to ask you the sane
certificates of questions set forth in that docunment,
woul d your answers be the same?

A Yes.

Q M. Lounsberry, do you have anot her
document which has been marked for identification as
| CC Staff Exhibit 9.0, the rebuttal testinony of Eric
Lounsberry, it consists of a cover page, 28 pages of
narrative text and no attachments?

A Yes.

Q Was t hat document prepared by you or under
your direction supervision and control ?

A Yes.

Q Do you have any additions, deletions,
modi fications or corrections to make to I CC Staff
Exhi bit 9.07?

A Yes, | do.

Q What is that?

A On Page 7, Lines 172 through 174 are a
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repeat of what | have on Page 6,

Li ne 128. So the second one is

Li nes 126 through

duplicative and it

can be removed. The one on Line 172 through 174.

Q Al'l right. Do you intend I CC Staff Exhibit

9.0 to be your sworn rebuttal testinmony in this

matt er ?
A Yes.

MR. FEELEY: Your Honor, |

woul d note that

Staff Exhibit 2.0 with the attachments was filed on

Novenmber 20t h, 2014 and Exhi bit

e- Docket on January 15th, 2015.

9.0 was filed on

At this time, Staff would move to

admt into evidence ICC Staff Exhibit 2.0 with

Attachments 1, Part 1 and Part 2 and Attachment 2 and

Staff Exhibit 9.0, those being t

he direct and

rebuttal testinmny of M. Lounsberry.

JUDGE DOLAN: Any objections?

(No response.)
JUDGE DOLAN: Heari ng none,

be entered into the record.

those exhibits wil
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(Wher eupon, 1CC Staff

Exhibits 2.0 with Attachments 1,
Part 1 and Part 2 and Attachment 2
and Staff Exhibit 9.0 were
admtted into evidence.)

MR. FEELEY: M. Lounsberry is available for
Cross-exam nati on.

CROSS- EXAM NATI ON
BY
MR. REDDI CK:

Q Good afternoon, M. Lounsberry. My name is
Conr ad Reddi ck. | represent the City of Chicago.

A Good afternoon.

Q Just a couple monments of your tinme. I n
your testinony, you have expressed concerns about the
nunmber of enpl oyees the Joint Applicants propose to
commt to retain after the closing; is that correct?

A Yes.

Q Do you agree that it is important as well
for the Comm ssion to consider not just the number of
enpl oyees, but the conposition of the workforce to
assure that there are enployees with the requisite
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expertise and skills to maintain the safety of the
syst ent?

A | only testified to the number. | didn't
have an opinion regarding the conposition

MR. REDDI CK: That ends ny questi oni ng. Thank

you.
JUDGE DOLAN: Thank you
M. Doshi ?
MR. DOSHI: Thank you, your Honor.
CROSS- EXAM NATI ON
BY
MR. DOSHI
Q M. Lounsberry, good afternoon.
A Good afternoon.
Q My name i s Sameer Doshi . " m an attorney
with the Attorney General's Office. | have sonme

questions for you about your testimony, if you don't
m nd.

I n your rebuttal testinmony, you
present proposed conditions for the proposed merger,
for example, on Page 6, starting at Line 129 -- this

is in your rebuttal testinony, Staff Exhibit 9.0 --
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starting at Line 129, you present a proposed
condition regarding inplementation of the audit
recommendations from Liberty Consulting Group and as
you probably know, the Joint Applicants in their
Exhi bit 15.1 revised had presented a, | guess,
slightly nmodified version of that proposal that you
present ed.

Are you famliar with Condition 9 in
the Joint Applicants' Exhibit 15.1 revised?

A My under standi ng was the original Exhibit
15 had Condition 9 with different |anguage than what
| proposed and 15.1 corrected the inconsistencies
bet ween the two phrasing.
Q Okay. Thank you

So |l ooking at the Joint Applicants
Condition 9, the condition provides that if Peoples
Gas determ nes that a recommendation is not possible,
practical and reasonable, including that the
recommendati on would not be cost effective or would
require inmprudent expenditures, Peoples Gas shall
provi de an expl anation of Peoples Gas' determ nation
with all the necessary docunmentation and studies to
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denonstrate to the satisfaction of the Comm ssion
Staff that strict inmplementation of the
recommendation is not possible, practical or
reasonabl e along with an alternative plan to
acconplish the goals of the recommendation as fully
as Is possible, practical and reasonabl e.
Do you see that in the Joint

Applicants' Exhibit 15.1 revised?

A Yes, | do.

Q My question is, are you satisfied that the
Comm ssion Staff has sufficient personnel and
expertise to assess whether particul ar
recommendations fromthe Liberty Consulting Group
Audit Report are possible, practical, reasonable and

cost effective?

A The number of personnel is not anything |
have authority over. So, | mean, if |I'massigned to
do sonmet hing, that's what | do.

Q Thank you
Based on your know edge of what the
existing staffing | evels and expertise and the

capacity of the Comm ssion Staff are, is it your
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opinion, if you have one, whether the

Comm ssi on

Staff, as | asked before, has sufficient personne

and expertise to make the ass

Condition 9?7

essment contenpl ated in

A | don't have an opinion, but

| woul d al

poi nt out that my understanding is we'd also work

with Liberty Consulting. So their

woul d al so be relied upon.

Q Okay. Thank you

Can you explain, if you

expertise with

have any --

any idea how you envision the process between the

SO

Comm ssion Staff and Peoples Gas would work in the

future in case there is any -

di sputes about whether a part

- any confusion or

i cul ar recommendati on

fromthe Liberty Consulting Group Audit Report is

possi bl e, practical, reasonable and cost effectiv

A | ' ve never worked on an audit before.

don't have an opinion.
Q Okay. Thank you

Condition 10 of

Exhi bi t

15 -- Joint

e?

So |

Applicants' Exhibit 15.1 revised which mrrors your

proposed condition from your

rebutt al

testi nony
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starting at the bottom of Page 6 and nmoving to Page 7
says: Peoples Gas will cooperate fully with the
Comm ssion Staff and consultants as they work to
verify that Peoples Gas has inmplenmented the
recommendations in the final report on the Peoples
Gas AMRP investigation to the extent it has
determ ned they should be inmplenmented pursuant to
Condition No. 9 above. Cooperati on means to provide
requested personnel who are reasonable involved and
connected to and/or relevant to the AMRP and/or to
Li berty Audit for interviews in a timely manner in
whi ch the personnel and attorney shall provide to the
best of their ability, accurate and conpl ete
non-privileged information in response to questions
asked, to answer written questions in a reasonable
time with accurate and conmpl ete non-privil eged
i nformation, and to make all non-privileged
information, equipment, work sites, workforces and
facilities available for inspection upon reasonable
request.

Sorry to read out such a mout hful. Do
you see all that?
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A Yes, | do.

Q And | have a sim |l ar question as what |
asked regarding Condition 9. In |Iight of your
know edge of the existing staffing | evels and
knowl edge and capacity at the Comm ssion Staff, are
you satisfied that Staff has the capacity to verify
i mpl ementation of the Liberty Consulting Group
reconmendati ons?

A Again, | have no opinion regarding the
Comm ssion staffing |levels. | woul d point out that
Phase 2 of the Liberty audit involves them --
i nvol ves Liberty, over a 2-year period, verifying
i mpl ementation of the recommendati ons.

Q Okay. Thank you

Woul d you agree, based on your

knowl edge, that the budget of the Illinois Commerce
Comm ssion is under sonme uncertainty in |light of the
State's budget problens?

MR. FEELEY: Objection. On relevance.

MR. DOSHI : Your Honor, M. Lounsberry is
recommending in his rebuttal testimony particul ar
verification procedures whereby Staff will eval uate

560



10

11

12

13

14

15

16

17

18

19

20

21

22

Peopl es Gas' inmplementation of certain
recommendations in their AVMRP and evaluating -- the
feasibility of that proposal would entail
under st andi ng whet her the Comm ssion and its Staff
has the capacity to do so.

MR. FEELEY: And I'IlIl just object on
f oundati on.

JUDGE DOLAN: | was going to say, you have to
find out whether he has any know edge of the budgets
or anything. So I think you have to set a foundation
for that question.

BY MR. DOSHI
Q M. Lounsberry, are you aware of any

reported, either publically or otherw se, problens

with the State of Illinois' budget?
A |*'m aware of what's in the paper
regarding -- that there's a budget shortfall.

Q Okay. Thank you
Are you aware of any potential budget
probl ems that have been reported, either publically
or privately, for the Illinois Commerce Comm ssion?
MR. FEELEY: Objection. He hasn't established
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that this witness would have the know edge to answer
t his question.
JUDGE DOLAN: He' s asking that question.

MR. FEELEY: Well ..

JUDGE DOLAN: | mean, if he knows, he can
answer . Overrul ed.
THE W TNESS: | don't have any detail ed

knowl edge regardi ng the Comm ssion's budget.
BY MR. DOSHI
Q Do you have any general know edge of any
budget problems affecting the Illinois Conmerce
Commi ssi on?
A No.
Q Okay. Thank you
Does anyone on the Comm ssion Staff
have expertise in overseeing or auditing gas main
repl acenment projects?
A | don't know.
Q Okay. Thank you
Regardi ng the Joint Applicants
Condition 10 in their Exhibit 15.1 revised, do you

have any expectation of what would be the time |ine

562



10

11

12

13

14

15

16

17

18

19

20

21

22

for verifying inmplementation of the Liberty
Consulting Group's recomendati ons?
A | "' m not sure | understand the question.
Phase 2 of the Liberty investigation is a 2-year
proj ect. "' mnot quite sure that's what you asked
me.
Q s it your expectation that the
verification envisioned in Condition 10 is
coterm nous or within the same time frame as the
2-year verification period ordered by the Comm ssion
in the order of Docket No. 12-0511/0512?
A | believe it's part of it.
MR. DOSHI : Okay. Thank you.
Your Honor, now | have a few questions
that | think require going in camera.
JUDGE DOLAN: All right. W'IIl go in camera.
(Wher eupon the follow ng pages

were had in canmera.)
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